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BRUCE EMILE BERGEVIN
CERTIFIED PUBLIC ACCOUNTANT
736 EAST CHAPMAN AVENUE
ORANGE, CALIFORNIA 92866
(714) 532-9892
(714) 532-9867 Fax

Board of Directors
Grant Bettingen, Inc.

INDEPENDENT AUDITOR'S REPORT

I have audited the accompanying Statement of Financial Condition of Grant Bettingen, Inc. as of
December 31, 2003 and the related Statements of Income, Changes in Stockholders' Equity and Cash
Flows for the year then ended that you are filing pursuant to Rule 17a-5 under the Securities
Exchange Act of 1934. These financial statements are the responsibility of the Company's
management. My responsibility is to express an opinion on these financial statements based on my

audit.

Iconducted my audit in accordance with United States generally accepted auditing standards. Those
standards require that I plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatements. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. I believe that my audit provides a reasonable

basis for my opinion.

In my opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Grant Bettingen, Inc., as of December 31, 2003 and the results of their
operations and their cash flows for the year then ended in conformity with United States generally

accepted accounting principles.

My audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in schedules A, B and C is presented for purposes of
additional analysis and is not a required part of the basic financial statements, but is supplementary
information required by rule 17a-5 under the Securities and Exchange Act of 1934. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in my opinion, is fairly stated in all material respects in relation to the basic financial

statements taken as a whole.

Bruce E. Bergevin,
Certified Public Accountant

February 19, 2004



GRANT BETTINGEN, INC.
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2003
ASSETS
Current Assets '
Cash 83,896
Securities 81,162
Accounts receivable-trade 143,725
Prepaid expenses 19,659
Total Current Assets 328,442
Furniture and Fixtures 75,902
Less Accumulated Depreciation <70,106>
Total Furniture and Fixtures 5,796
Other Assets
Note receivable-officers 19,150
Deposits 1.000
Total Other Assets | 20.150
Total Assets 354,388

LIABILITIES & STOCKHOLDER'S EQUITY

Current Liabilities

Accrued expenses 126,637
Accounts payable 14.687
Total Current Liabilities 141,324
Stockholder's Equity

Common stock, 1,000 shares
authorized, 97 shares issued

& outstanding - 1,000
Additional paid-in capital 335,918
Treasury stock < 22,775>
Retained earnings <deficit> <101.079> 213,064
Total Liabilities & Stockholder’s Equity 354,388

The accompanying footnotes are an integral
part of these financial statements.
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GRANT BETTINGEN, INC.
STATEMENT OF INCOME
FOR THE YEAR ENDED DECEMBER 31, 2003

Income
Commissions 1,990,423
Trading gains <Losses> < 6,128>
Total Income 1,984,295
General and Administrative Expenses
(page 10) 2.053.989
Net Loss < 69,694>
Other Income <Expense>
Sublet rental income 26,080
Interest & dividend income 53,277
Mark to market 12,144
Profit before income taxes 21,807
<Provision> benefit for income taxes < 800>
Net Profit 21.007

The accompanying footnotes are an integral
part of these financial statements. Page 3 of 10



GRANT BETTINGEN, INC.
STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2003

Common Additional  Treasury Retained

Stock Paid- in Stock . Earnings
Capital
Balance, 12-31-02 1,000 233,293 < 22,775> < 122,086>
Additional paid in capital 102,625
Net profit 21.007
Balance, 12-31-03 1,000 335,918 < 22.775> <101.079>

The accompanying footnotes are an integral
part of these financial statements. Page 4 of 10



GRANT BETTINGEN, INC.
STATEMENT OF CASH FLOWS USING THE INDIRECT METHOD
FOR THE YEAR ENDED DECEMBER 31, 2003

Net cash flow from operating activities:
Net Profit 21,007

Adjustments to reconcile net income
to net cash from operating activities:

Depreciation 2,893
Increase in receivables <  39,103>
Increase in securities < 74,204>
Decrease in prepaids/deposits 12,450
Increase in accounts payable/
accrued expenses 35.006
Net cash flows from operating activities < 41,951>
Cash flows from financing activities:
Additional paid in capital - 102,625
Net cash flows from financing activities 102.625
Increase in cash and cash equivalents 60,674
Cash and cash equivalents, beginning 23.222
Cash and cash equivalents, ending 83.896
Additional disclosures:
Cash paid during the year for:
Income taxes: 800
Interest: 400

The accompanying footnotes are an integral
part of these financial statements. Page 5 of 10



GRANT BETTINGEN, INC.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2003

1. Significant accounting policies:

Organization

The Company, a registered broker/dealer in securities, was incorporated under the
laws of the State of California on March 6, 1980. The Company is an introducing
broker who clears all transactions with and for customers on a fully disclosed basis
and does not handle customer funds or securities. The Company is a member of the
National Association of Securities Dealers, Inc., and is registered with the Securities
Investor Protection Corporation.

The Company has an agreement with a clearing broker to clear securities
transactions, carry customers’ accounts on a fully disclosed basis and perform certain
recordkeeping functions. Accordingly, the Company operates under the exemptive
provisions of Securities and Exchange Commission (SEC) Rule 15¢3-3 (k) (2) (ii).

Accounts receivable

No allowance for doubtful accounts has been made as required by generally accepted
accounting principles. Because of the nature of the business, once income has been
earned, payment is more than likely to be received. The Company has an excellent
experience in collection of receivables.

Securities

Marketable securities and investments are valued at market value. The resulting
difference between cost and market is charged to mark to market.

Page 6 of 10



GRANT BETTINGEN, INC.
NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)
DECEMBER 31, 2003

Furniture and fixtures

Furniture and fixtures are stated at cost. Depreciation is computed using the
modified accelerated cost recovery system. The estimated lives of the depreciable
assets range from five to seven years. Depreciation expense for the year is'$2,893.
Expenditures for renewals and betterment are capitalized and maintenance and
repairs are charged against income. Upon sale or retirement of depreciable
properties, the related cost and accumulated depreciation are removed from the
accounts. Any gain or loss on sale or retirement is reflected in current earnings.

Income taxes

The books and records are kept on an accrual basis for both accounting and income
tax purposes. For tax purposes, securities and investments are valued at market.
Gains and losses on securities held for sale are recognized though not realized. Gains
and losses on securities held for investments are not recognized until actually sold
or disposed of. The unrecognized gain on investments as of December 31, 2003 was

$12,144.

Use of Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts
of revenues and expenses during the year, Actual results could differ from those

estimates.

2. Deferred income taxes

The company provides for deferred taxes on timing differences between amounts
reported for financial and income tax purposes. Such differences relate principally
to recognizing profits on the value of investments (mark to market) and prior net
operating losses. The current years deferral is $12,267.

Page 7 of 10



GRANT BETTINGEN, INC.
NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)
DECEMBER 31, 2003

Treasury stock

During 1996, the company acquired 3 shares of its common stock for $22,775.

Profit sharing plan

The company maintains a qualified profit sharing plan for all eligible employees.
Vesting benefits occur at the current IRS period established for this type of plan.
There is no declared contribution for the plan year ended December 31, 2003.

Net capital requirements

The Company is subject to the Securities and Exchange Commission Uniform Net
Capital Rule (Rule 15¢3-1), which requires the maintenance of minimum regulatory
net capital and requires that the ratio of aggregate indebtedness to net capital, both
as defined, shall not exceed 15 to 1. At December 31, 2003 the Company had the
specifically defined net capital of $155,302 which was $145,881 in excess of its
required net capital. The company's net capital ratio was .91 to 1.

Commitments and Contingencies

In the normal course of business, the Company executes, as agent, transactions on
behalf of customers. If the agency transactions do not settle because of failure to
perform by either the customer or the counterparty, the Company may be obligated
to discharged the obligation of the nonperforming party and, as a result, may incur
a loss if the market value of the security is different from the contract amount of the
transactions. The Company does not anticipate nonperformance by customers or
counterparties in the above situations. The Company’s policy is to monitor its
market exposure and counterparty risk. In addition, the Company has a policy of
reviewing, as considered necessary, the credit standing of each counterparty and
customer with which it conducts business.

Page 8 of 10



GRANT BETTINGEN, INC.
NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)
DECEMBER 31, 2003

6. Commitments and Contingencies

(continued)

Additionally, the Company is subject to credit risk if the Broker is unable to repay
the balance in the Company’s accounts. In accordance with the Agreement, all of the
Company’s property held by the Broker including, but not limited to, securities,
deposits, monies and receivables are used as collateral to secure the Company’s
liabilities and obligations to the Broker.

The Company is currently in arbitration concerning breach of fiduciary duty on
several accounts. The anticipated potential of loss for all accounts is under $50,000.

The Company has entered into a sublease agreement for the use of it’s office space,
effective December 1, 2003. The following is a schedule of minimum future rental

payments.

2004 73,236

Rentals Und_er Qperating [ eases

The following is a schedule by years of minimum future rental on equipment
operating leases:

Year Ending December 31 Amount
2004 2.710
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GRANT BETTINGEN, INC.

GENERAL AND ADMINISTRATIVE EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2003

General and administrative expenses

Officer salary

Office salaries
Commissions
Automobile & parking
Dues/subscriptions/fees
Depreciation

Employee benefits
Clearing charges
Education
Equipment/quotation rental
Insurance

Interest

Office expense

Postage

Printing

Professional services
Rent

Regulatory fees

Repairs and maintenance
Sales promotion
Storage

Taxes-payroll
Taxes-personal property
Telephone

Travel

49,107
84,488
1,429,911
11,386
4,397
2,893
12,369
54,595
1,195
45,341
117,425
400
6,137
6,152
1,357
16,798
88,437
33,410
3,256
5,081
2,380
46,153
266
24,166

6.889

2.053.989

The accompanying footnotes are an integral
part of these financial statements.
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BRUCE EMILE BERGEVIN
CERTIFIED PUBLIC ACOOUNTANT
736 EAST CHAPMAN AVENUE
ORANGE, CALIFORNIA 92866
(714) 5329892
(714) 532-9867 pax

Auditor's Report on Internal Accounting
Control Required by SEC Rule 17a-5

Board of Directors
Grant Bettingen, Inc.

T have audited the accompanying financial statements of Grant Bettingen, Inc. as of and for the year
ended December 31, 2003, and have issued my report thereon dated February 19, 2004. My audit
was conducted for the purposes of forming an opinion on the basic financial statements taken as a
whole. The information contained in Schedules A, B and C is presented for purposes of additional
analysis and is not a required part of the basic financial statements, but is supplementary information
required by Rule 17a-5 under the United States Securities and Exchange Act of 1934, Such
information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in my opinion, is fairly stated in all material respects in relation to the basic financial

statements taken as a whole.

In planning and performing my audit of the financial statements of Grant Bettingen, Inc. for the year
ended December 31, 2003 I considered its internal control, including control activities for
safeguarding securities, in order to determine my auditing procedures for the purpose of expressing
my opinion on the financial statements and not to provide assurance on internal control.

Also, as required by rule 17a-5(g)(1) of the United States Securities and Exchange Commission
(SEC), I have made a study of the practices and procedures followed by the company, including tests
of compliance with such practices and procedures that I considered relevant to the objectives stated
inrule 17a-5(g) in making the periodic computations of aggregate indebtedness and net capital under
rule 17a-3(11) and the reserve required by rule 15¢3-3(e). I did not study the practices and
procedures followed by the Company in making the quarterly securities examinations, counts,
verifications and comparisons and the recordation of differences required byrule 1 7a-13; nor
complying with the requirements for prompt payment for securities under section 8 of the United
States Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System; nor
in obtaining and maintaining physical possession or control of all fully paid and excess margin
securities of customers as required by rule 15¢3-3, as the Company does not carry security accounts
for customers or perform custodial functions relating to customer securities.

The management of the Company is responsible for establishing and maintaining internal control
- and the practices and procedures referred to in the preceding paragraph. In fulfilling this

responsibility, estimates and judgments by management are required to assess the expected benefits
and related costs of controls, and of the practices and procedures referred to in the preceding
paragraph, and to assess whether those practices and procedures can be expected to achieve the
SEC's above mentioned objectives. Two of the objectives of internal control and the practices and

EXHIBIT A



procedures are to provide management with reasonable but not absolute assurance that assets for
which the Company has responsibility are safeguarded against loss from unauthorized use or
disposition, and that transactions are executed in accordance with management's authorization and
recorded properly to permit the preparation of financial statements in accordance with generally
accepted accounting principles. Rule 17a-5(g) lists additional objectives of the practices and

procedures listed in the preceding paragraph.

Because of the inherent limitations in internal control or the practices and procedures referred to
above, errors or fraud may occur and not be detected. Also, projection of any evaluation of them to
future periods is subject to the risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate. My consideration
of the internal control would not necessarily disclose all matters in internal control that might be
material weaknesses under standards established by the United States of America’s Institute of
Certified Public Accountants. A matertal weakness is a condition in which the design or operation
of the specific internal control components does not reduce to a relatively low level the risk that
errors or fraud in amounts that would be material in relation to the financial statements being audited
may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. However, I noted no matters involving internal control,
including control activities for safeguarding securities that I consider to be material weaknesses as

defined above,

[ understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by SEC to be adequate for its purposes in accordance with
the United States Securities Exchange Act of 1934 and related regulations, and that practices and
procedures that do not accomplish such objectives in all material r espects i ndicate a m aterial
inadequacy for such purposes. Based on this understanding and on my study, I believe that the
Company's practices and procedures were adequate at December 31, 2003 to meet the SEC's

objectives.

This report is intended solely for the information and use of the Board of Directors, management,
the SEC, the National Association of Securities Dealers, and other United States regulatory agencies
that rely on Rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered
brokers and dealers, and is not intended to be and should not be used by anyone other than these

specified parties.

/\N:\m

ce E.B evm,
Certified’Public Accountant

February 19, 2004

EXHIBIT A



GRANT BETTINGEN, INC.
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2003
Computation of Net Capital
Total stockholder's equity 213,064
Deductions and/or charges
Non-allowable assets:
Prepaid expenses/deposits 20,659
Equipment - net 5,796
Note receivable 19.150
<_ 45.605>
Net capital before haircuts on securities - 167,459
Haircuts on securities
Debt securities 8
Other securities 19.149 <_ 12.157>
Net Capital 155,302

Computation of Basic Net Capital Requirement
Minimum net capital required 9421
($5,000 or 6-2/3% of aggregate indebtedness)

Excess net capital 145.881
Excess net capital at 1000% (net
capital less 10% of aggregate
indebtedness) 141.170
Aggregate Indebtedness

Items included in statement of
financial condition

Accrued liabilities and expenses 141.324
Total aggregate indebtedness 141,324

Ratio: aggregate indebtedness
to net capital 91 To 1

EXHIBIT B



GRANT BETTINGEN, INC.
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION
(CONTINUED)

DECEMBER 31, 2003

Reconciliation with Company's Computation of Net Capital
SEC Rule 17a-5 (d) (4)

Net capital per December 31, 2003
FOCUS II (unaudited) 155,302

Net Capital - December 31, 2003
per Audit Report 155,302

COMPUTATION FOR DETERMINATION OF THE RESERVE REQUIREMENTS
INFORMATION RELATING TO THE POSSESSION OR CONTROL REQUIREMENTS

Grant Bettingen, Inc. relies on Section (k)(?.)(ii) of the Securities Exchange Rule 15¢3-3 to exempt
them from the provisions of the rule

EXHIBIT C



